The study presented here looks at the Colombian corporate sector broken down by city.
Introduction
The study presented in this paper investigates the regional structure of the Colombian corporate sector. In particular, the study looks at how the structure of the corporate sector differs between the eight major cities of the country, and also compares these cities to smaller cities. The objective of the study has been to build a foundation for future research as well as to generate some initial results. The study is, therefore, in its scope neither complete nor profound. This has been a necessary limitation to restrict the extent of an otherwise potentially very extensive project. The study presented here is, furthermore, as far as I know, the first such study carried out on Col ombia.
For the purpose of the study, an extensive database obtained from the Superintenedencia de Sociedades 1 is used. This should with few exceptions include all firms in the country.
few larger firms, while SMEs are in many cases completely missing. Of the country's approximately 3,400 SMEs, over 2,000 are located in Bogotá alone. Medellín has around 400 SMEs, Cali has around 330 and Barranquilla around 140. This suggests that Bogotá has a much more developed and dynamic corporate sector than the rest of the country.
The study continues by analysing the eight major cities of the country. The individual firms are aggregated in different business sectors in the different cities, and it is shown that different sectors are dominant in different cities. Even if nothing surprising, t he tables presented should provide a good foundation for future research in the area.
The development of the aggregate sales of the firms of the eight different cities is also studied. The time period analysed, 1996 to 2003, includes the crisis year of 1999. It is shown that the cities were differently affected by the crisis, and also that their development throughout the period was very different. Manizales was the city worst hit by the crisis, but it was also the city that recovered fastest. Bucaramanga was the city with the worst performance during the period. 3 Cali also showed a rather lacklustre performance, particularly when analysing the SMEs of the city.
The paper is organised as follows: Chapter 2 introduces and discusses the dataset used for the study. Chapter 3 looks at the firms in 2003, and breaks the dataset down by city. In chapter 4 the development of the eight largest cities of the country is studied, and chapter 5 concludes the paper.
Note that this paper uses the Anglo-Saxon terminology for billions, trillions and so on. 3 Adolfo Meisel, in fact, pointed out to me that Bucaramanga has, indeed, performed relatively well, so the result here is, in this context, contradictory. 4 According to Anglo-Saxon terminology, one billion is 1,000,000,000 and one trillion is 1,000,000,000,000. In Spanish terminology, 1,000,000,000 is referred to as one thousand million, while 1,000,000,000,000 is referred to as one billion.
The Colombian Corporate Sector
The research presented in this paper looks at the Colombian corporate sector at a firm level. The research is based on balance sheets and income statements for the vast majority of Colombian registered firms. The research mainly draws from two earlier papers and uses the datasets and tools developed and defined in these papers. The papers are presented in section 2.1 below. Section 2.2 continues by describing the Superintendencia de Sociedades database, from which de dataset used in the study is retrieved. The dataset is defined and discussed in section 2.3. Section 2.4 and 2.5 divides this dataset into size brackets and business sectors.
Earlier Studies on the Colombian Corporate Sector
The study presented in this paper is based mainly on two former papers, Rowland (2005a) and Rowland (2005b) , which studied the Colombian corporate sector. Both these papers focus on the differences between foreign and domestic firms in Colombia, but they also give a good overview of the general structure and developments of the corporate sector. However, none of the papers investigates the regional structure of the corporate sector.
The first of the two papers, titled Foreign and Domestic Firms in Colombia: How Do They Differ?, 5 studies the Colombian corporate sector in year 2003, and particularly focus on the differences between foreign and domestic firms, as apparent from the title. The study uses a dataset containing balance sheets and income statements for some 7,001
firms. This dataset was obtained from the Superintendencia de Sociedades. The study concludes that foreign and domestic firms differ in a number of aspects. Foreign firms tend to have a larger total asset turnover than domestic firms; they are more leveraged than domestic firms; and they tend to have a lower net-profit margin than domestic firms.
However, these results are not conclusive. When the dataset is broken down by sector, 5 Rowland (2005a) .
the results are much less clear. When analysing external debt, foreign firms do, nevertheless, tend to ho ld almost four times as much external debt as domestic firms of the same size. Foreign firms also tend to import more.
The second to the two papers, bearing the title Foreign and Domestic Firms in Colombia: Development and Trends 1996-2003, 6 investigates the differences in the development of these two sets of firms during the period 1996 to 2003. This period includes the 1999 economic crisis. The dataset is drawn from the same database as the previous study, but includes only those firms present throughout the whole period, which reduces the sample to 3,452 firms. If the development of foreign majority-owned firms, as an aggregate, is compared to that of domestic firms, it is shown that foreign firms have, in terms of aggregate sales, grown faster than their domestic counterparts, and that they were less affected by the 1999 crisis. Profit developments have also been more positive for foreign firms than for domestic firms, both in terms of operating margin and net-profit margin.
While the net-profit margin of domestic firms was seriously affected by the 1999 crisis, that of foreign firms was hardly affected at all. The leverage of foreign firms, measured as total liabilities to total assets, has, furthermore, increased during the period, while that of domestic firms have remained more or less flat. For foreign minority-owned firms, on the other hand, the results are less conclusive.
To my knowledge, no previous study has been done on the regional structure of the Colombian corporate sector. 7 The stud y presented here aims to be a first step in filling that gap. The study uses the same datasets as used by Rowland (2005a) and Rowland (2005b) , so those readers that are familiar with these studies can skip the remaining sections of this chapter, which define and discuss this dataset.
6 Rowland (2005b) . 7 Rowland (2005a) includes a relatively thorough literature survey, but this concentrates on the literature on foreign direct investment at a firm level. Earlier papers exploring foreign and domestic firms in Colombia and foreign direct investment into the country include Pedraza (2003a Pedraza ( , 2003b , and Steiner and Salazar (2001) .
The Superintendencia de Sociedades database
The study carried out here uses a database obtained from the The database includes information on:
• NIT number (a unique identification number)
10
• Company name
• City and department where registered
• CIIU (the firm's main activity area -one out of 366 activity areas)
• Sector (one out of 60 sectors)
• Balance sheet accounts (Assets, Liabilities, Equity)
• Income statement accounts (Revenues, Expenses, Net profit) 8 As defined by Law 590 of 2000. 9 The database for 2001 contained only 6,239 firms due to a change in regulations, which resulted in a drop in the number of firms reporting to the Superintendencia that year. However, the database for 2001 was reconstructed using previous year's data from the 2002 database. 10 Numero de identificación tributaria. Even if most of the data has been verified by the Superintendencia, errors remain.
11
Considerable time has, therefore, been spent on correcting any such errors, since they could otherwise invalidate the results of the study. scale, the firms seem to be normally distributed, with a geometric mean of total assets of COP 4,300 million.
11 One particular error is that the figures of a number of firms are reported in pesos rather than in thousands of pesos, which is the norm. No of firms Total assets (COP mn)
The Dataset Used in the Study
The dataset used in this study is the same as that used in Rowland (2005a) and Rowland (2005b) . In line with these studies, a number of firms were excluded from the original database. These include micro enterprises, defined as firms with total assets of less than COP 166 million, 12 and firms with total sales of less than COP 83 million, which were regarded as too small as well. The rationale is that only a small fraction of micro enterprises are registered with the Superintenencia de Sociedades. We do, nevertheless, assume that all firms with assets or sales exceeding the above values are registered with the Superintendencia. In line with Rowland (2005a Rowland ( , 2005b , firms in liquidation, in concordato, or in restructuring as defined by Law 550, 13 were excluded as well. These are firms generally under financial distress, and can be assumed to have a behaviour significantly different from the rest. For the year 2003, this leaves us with 7,001 firms.
When studying the time period 1996 to 2003, we will use a subset of these firms. Exactly how this is defined will be discussed in section 4.1 in chapter 4.
Firms by Size
The firms in the dataset have, for the purpose of the study, been divided into size brackets based on total assets. These size brackets are defined in table 2.1, and are the same as those used in Rowland (2005a Rowland ( , 2005b . The definition of micro, small, medium-sized and major companies is as stipulated by Law 590 of 2000. In addition, two more size brackets have been defined, large firms and the largest 100, as apparent in the table. 12 This definition is in accordance with Law 590 of 2000, which defines the size brackets of firms. 13 Firms in concordato are firms in financial distress that are temporarily protected from creditors to give them time to restructure their operations. Concordato was in 2000 replaced by Law 550, which is a more elaborate legal framework. Law 550 has many similarities with Chapter 11 in the United States. Note: The Largest 100 size bracket is defined to include the largest 100 firms in the dataset. Large firms have been defined to have a cut-off point ten times the size of major firms. Micro, small, medium-sized and major firms are defined according to Law 590 of 2000. Micro enterprises are excluded from the study. Table 2 .2 presents the 2003 dataset divided into these size brackets. It is apparent that the largest 100 firms account for as much as 47.3 percent of total assets, while small and medium-sized firms together, even if as many as 3,384, only account for 3.6 percent of total assets. This presents one problem when analysing the data. If normal arithmetic averages are used to express a measure, these will mainly be based on small and mediumsized firms, with the largest 100 firms only playing a marginal role. However, an aggregate figure or an average weighted on the assets of firms will be dominated by the largest 100 firms, with s mall and medium-sized firms playing hardly any role at all.
Firms of different sizes can be assumed to behave very differently, so this calls for firms of different size brackets to be studied separately. In line with Rowland (2005a Rowland ( , 2005b we have, furthermore, decided to use weighted averages for the purpose of the study rather than plain arithmetic averages.
Firms by Sector
The database from the Superintendencia de Sociedades divides the firms into 60 different sectors representing different business segments. These are, in fact, numbered 1 to 66 with some numbers missing. 
Colombian Firms by City
We will in this chapter break down the firms in the dataset by city, to investigate if there are any differences in the structure of the corporate sector of different cities. Section 3.1 defines the dataset used in this chapter, and section 3.2 breaks down the dataset by city and size of firm. In section 3.3 the eight major cities of the country are specified and discussed, and section 3.4 looks at the different business sectors present in those cities.
In section 3.5 total asset turnover, leverage, and return on assets are presented for the different cities, and differences are analysed.
The Dataset Used
For the analysis in this chapter we will use the dataset for 2003 as defined in section 2.3 in the previous chapter. This dataset, consequently, contains balance sheets and income statements for some 7,001 firms. Two things are apparent from table 3.1. First, as could be expected, the largest 100 firms are, with only few exceptions, concentrated to the country's four largest cities. Second, and more surprisingly, many smaller cities of the country do not have any small and medium-sized enterprises (SMEs). These results suggest that Bogotá has a much more dynamic corporate sector than the rest of the country. Bogotá has 15.9 percent of the country's population, but it has almost 60 percent of the number of small and medium-sized firms in the country. Many smaller cities, which could be expected to have a considerable number of SMEs, are instead dominated by a small number of larger firms with SMEs almost or completely lacking.
Firms by City and Size
It should be emphasised that the analysis here suffers from a bias when studying large firms. These normally have operations in several cities, while all their revenues are referred to the city where they are registered. Olympica, a supermarket chain, is, for example, registered in Barranquilla, while its most important city, in terms of revenues, is
Bogotá. This bias is, however, normally not present when studying small and mediumsized firms.
The Eight Major Cities of Colombia
We continue by studying the eight major cities of the country in terms of population.
These cities together with some corporate statistics are listed in One fact, that might influence the numbers, as discussed previously, is that many of the largest firms tend to have their head offices in Bogotá. In fact, 52 of the country's largest 100 firms have their head office in Bogotá. 16 Many of these firms have production or activities in other parts of the country, while their total sales are registered in Bogotá.
The sales per inhabitant of COP 12.6 million for Bogotá might, therefore, be inflated. 15 See, for example, Baron, Perez and Rowland (2004) If we study the rest of the sectors, the cities continue to show quite different corporate characteristics. Other important sectors in Bogotá, include drinks (3.9 percent), oil and gas extraction (6.0 percent), and telecommunications (4.1 percent). Drinks is an important sector in Medellín as well (4.0 percent). Other important sectors in Medellín include paper (4.2 percent), investment activities (4.0 percent), and clothes (7.0 percent).
Sales per City and Sector
In Cali, paper is a very important sector (8.2 percent) , followed by health and social services (3.2 percent), and rubber products (3.3 percent). The sector that completely dominates Barranquilla is coal and derivatives with a participation rate of as much as 21.7 percent, which makes it the most important sector in the city. Bucaramanga is dominated by two sectors, in addition to wholesale, and food industry, which have been discussed before; those sectors are steel and basic metals, with a participation rate of 10.0 percent and cattle farming with a participation rate of 15.5 percent. Other important sectors include residential construction (4.1 percent) and oil and gas derivatives (3.0 percent). In Cartagena, fishing is a dominant sector with a 11.3 percent participation. Oil and gas derivatives (4.1 percent) is also important. In Pereira, in addition to wholesale and food industry, dominant sectors include paper, and clothes, with participation rates of 11.4 and 11.6 percent respectively. Textile and fabrics (4.2 percent), and manufacturing of other means of transportation (7.0 percent) are also important sectors. Finally, in Manizales, manufacturing of machines and equipment is a very important sector with a participation rate of 11.6 percent. Other important sectors include cement and concrete (3.8 percent), metal-mechanical products (6.2 percent), and shoes and footwear (3.0 percent). Figure 3 .1, 3.2 and 3.3 graphs some ratios for the firms in the eight major cities in the country. The values are calculated as aggregates, i.e. the aggregate value of the numerator is divided by the aggregate value of the denominator. Care has to be taken when analysing the differences between the different cities, since firms from different sectors tend to behave very differently, as discussed in Rowland ( 2005a) . The differences in the graphs might, therefore, very well relate to firms of different sectors being present in different cities, rather than similar firms in different cities behaving differently. So the results of these graphs are not conclusive. Further research is needed to properly analyse the differences. Figure 3 .1 shows total asset turnover, which is defined as sales divided by the total assets of a firms. It is apparent from the figure that firms from Pereira, Manizales and Bucaramanga had a higher asset turnover than firms from other cities. Among firms from the major size bracket, those from Cartagena had the largest total asset turnover, while in the other size brackets firms from Cartagena had the lowest total asset turnover.
Some Key Ratios for the Major Cities
How do we interpret these results? Total asset turnover reflects the level of sales generated by the firm's assets, and more productive firms will, therefore, have a higher total asset turnover than less productive ones. However, firms in capital-intensive industries will have a much lower total asset turnover than those in labour intensive industries. Trading companies, such as firms in wholesale and retail, tend to have very high total asset turnover. So it is impossible to draw any conclusions from this figure without analysing the structure of the corporate sector of these cities more in detail. Largest 100 Large Major SME
Trends and Developments 1996-2003
We now continue to study the development of aggregate sales of the firms of the eight major cities for the period 1996 to 2003. Section 4.1 defines the dataset used for the study. Section 4.2 analyses the development of aggregate sales for the different cities, including all firms, and section 4.3 analyses the same development using only small and medium-sized firms.
The Dataset Used
We will for the purpose of the study, carried out in this chapter, use the same dataset as defined and discussed earlier in chapter 2, but we will now use all the years from 1996 up We now continue by crossing the datasets from the different years, and we define our sample to include only those firms that existed throughout the whole period, i.e. from 1996 to 2003. This gives us a sample of 3,452 firms. This is exactly the same sample as used by Rowland (2005b) .
The firms are divided into size brackets in line with what we did in chapter 2. However, instead of using total assets in 2003 as a definition of the size of the firm, we use the total assets of 1996. One characteristic of this sample is that it will only include 174 small firms. 19 As discussed by Rowland (2005b) , the reason for this is that of the small firms that existed in 1996, not many exist in their original form in 2003. Most of them have either seized to exist or have been merged with or acquired by other firms. In line with the analysis in the previous chapters, we will merge the small and medium-sized size brackets into one, i.e. small and medium-sized enterprises (SMEs). 19 The sample includes 174 small firms, 1,214 medium-sized firms, 1,691 major firms, 308 large firms, and 65 firms among the largest 100. In total, the sample contains 3,452 firms, as discussed earlier. as the base year. This figure also shows that Bucaramanga was the worst performer among the cities. It has never really recovered from the 1999 crisis. Another city that saw a slow recovery was Pereira. The city least hit by the crisis, according to this figure, was Cartagena. This is also apparent in figure 4 .2, where Cartagena showed a contraction of 6.4 percent, which is less than any of the other cities. One problem with this analysis is that it gives a very strong weight to firms among the largest 100. Many such firms have production and activities in other cities but their home city, and the analysis here does not take that into account. However, if we study small and mediumsized firms, these can with few exceptions be assumed to have all their activities in their home city. For this reason, we will continue our analysis by looking at SMEs in the different cities. were standing below their 1996 values. Bucaramanga has, however, only seven firms in the sample, which is far too little to draw any conclusion. When analysing SMEs, there is a selection bias in our sample that should be emphasised.
Trends and Developments in the Eight Major Cities
We only look at those SMEs that have been present throughout the full period 1996 to 2003. Those that have seized to exist are, consequently, not studied. We could, therefore, assume that firms in our sample perform better on average than those of a sample containing all SMEs in the country. This bias should, furthermore, be larger for small firms than for large, since small firms include many new start-ups of which some go out of business very quickly and others grow and perform very well. This bias should, however, not influence the relative performance of different cities, so it doe s not invalidate the results here. The growth rate of the SMEs in our sample might, nevertheless, be overstated in relation to that of SMEs in general.
Conclusions
In this paper we have studied the Colombian corporate sector at a regional level. In particular we looked at how the structure of the corporate sector differed between the eight largest cities of the country, and how these cities compared to smaller and mediumsized cities. The objective of this initial study has been to build a foundation for future research. Nevertheless, the analysis has generated a number of interesting results.
The study uses a database obtained from Superintendencia de Sociedades, which with few exceptions contains the data for all registered firms in Colombia. We studied the firms present in 2003 as well as the development of these firms from 1996 to 2003 for the eight major cities of the country.
The study shows that the 100 largest firms in the country are almost exclusively located in the country's four main cities. Rather more surprisingly, the study shows that the smaller and medium-sized cities of the country almost completely lack small and medium-sized enterprises (SMEs). Such cities are generally dominated by one or a few larger firms, while SMEs in m any cases are completely missing. Of the country's approximately 3,400 SMEs, more than 2,000 are in Bogotá. Medellín has about 400 SMEs, Cali around 330 and Barranquilla around 140. These results suggest that Bogotá has a much more developed and dynamic corporate sector than the rest of the country, and that smaller cities lag significantly in this aspect. When studying the eight major cities of the country, it was, furthermore, shown that aggregate sales of the firms of these cities developed very differently during the period 1996 to 2003. Bucaramanga was the worst performer during the period. 20 Cali also showed a rather dreary performance, particularly when studying SMEs. None of these cities seem to have recovered from the 1999 economic crisis. Manizales, on the other hand, which was the city most seriously affected by the crisis, have recovered strongly. 20 According to Adolfo Meisel, this result contradicts that of other studies. Bucaramanga has, in fact, done relatively well. The tables are presented on the following pages. 
